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SUBJECT: Enterprise Zone Credits & Deductions/Authorizes Use O Credits &
Deductions Against Tax From Activities Wthin All Enterprise Zones

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED February 24, 2000, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would allow taxpayers to offset nore of their enterprise zone sales and
use tax credit, enterprise zone qualified hiring credit, or enterprise zone net
operating | oss (NOL) deduction against their annual tax liability. This bil
woul d all ow t hese benefits to be cl ai med agai nst taxes or inconme attributable to
any enterprise zone in which the taxpayer is engaged in a trade or business,
rather than just taxes or income attributable to the individual enterprise zone
where the benefit arose.

SUMVARY OF AMENDMENT

The April 4, 2000, anendnent added provisions that would allow taxpayers to use
an NOL incurred in an enterprise zone against incone attributable to any
enterprise zone in which the taxpayer is engaged in a trade or business.

The anendnent resolves the inplenentation concern in the department’s prior
anal ysis regarding redefining “enterprise zone” for only two of the zone
benefits. It also partially resolves the policy consideration

As a result of the amendnent, a revised revenue estimate is provided bel ow
Except for the discussion of this analysis, the departnent’s analysis of the bil
as introduced February 24, 2000, still applies.

Tax Revenue Esti mate

Based on limted data and assunptions di scussed bel ow, revenue | osses from
this bill are estinmated to be on the order of $1.1 nillion per year begi nning
with fiscal year 2000-01.
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Tax Revenue Di scussi on

According to departnental data for tax year 1997, fewer than 20 busi ness
entities were doing business in two or nore enterprise zones and reporting
positive taxabl e i ncome.

It is projected that fromthe $8 mllion of unapplied credits and NCLs
generated by these few taxpayers, approximately $1 nmillion would be applied
annual |y agai nst avail able net incone or tax liabilities attributed to other
zones above what woul d have nornal ly been applied as carryover credits and
NOLs. The portion of the estimate attributed to NOLs is minor, |ess than
$150, 000 i npact .
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